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OFFICE  OF 

E.  V.  "SONNY"  OMIIOLT 

STATE  AUDITOR 

COMMISSIONER   OF    INSURANCE 

INVESTMENT  COMMISSIONER 

CENTRAL   PAYROUL   SYSTEM 

STATE   FIRE   MARSHAL 


Helena.Montana    59601 


August  31,  1970 


The  Honorable  Forrest  H.  Anderson. 

Governor 

State  of  Montana 

Helena,  Montana      59601 


In  accordance  with  the  requirements  of  Section  82-1+002, 
R.C.M.,  19^7 »  there  is  herewith  transmitted  to  you  the 
report  of  the  State  Auditor  covering  the  fiscal  year 
ended  June  30,  1970. 

It  is  the  purpose  of  the  State  Auditor,  as  an  elective 
officer,  to  serve  the  citizens  of  this  state  and  our 
colleagues  in  the  manner  and  spirit  established  by 
the  laws  and  constitution  of  the  State  of  Montana. 

In  accordance  with  the  statutory  responsibility  of 
functioning  as  ex  officio  Commissioner  of  Insurance, 
Investment  Commissioner,  State  Fire  Marshal  and 
Director,  Central  Payroll  System,  the  State  Auditor 
must  delegate  specific  and  assigned  duties  to  deputies 
and  assistants  possessing  technical  knowledge  and  skill 
commensurate  with  the  tasks  at  hand.   It  is  obviously 
anticipated  a  collation  will  develop  through  the  years 
between  the  public's  demand  for  additional  services 
from  the  State  Auditor's  office  and  the  need  for  even 
greater  proficiency  through  the  assistance  of  key 
professionally  trained  personnel. 

With  these  suggestions  this  report  is  respectfully 
submitted . 
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State   Auditor  &  Ex -Officio 
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THE  INSURANCE  AND  INVESTMENT  DEPARTMENTS  WERE  CREATED  FOR  THE  PROTECTION  OF 
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MONTANA  STATE  AUDITOR 


Officer  and  Term  of  Office 
E.  V.  "SONNY"  OMHOLT 
January  6,  1969  to  January  1,  1973 

Home  Address 
915  Twelfth  Avenue  -  Helena,  Montana 


Principal  Departmental  Officials 


Roy  L.  Phelps  -  Deputy  State  Auditor 


William  E.  Smith  -  Chief  Deputy  Insurance  Commissioner 
Harry  H.  Jones  -  Deputy  Investment  Commissioner 
William  H.  Penttila  -  State  Fire  Marshal 
Kathleen  M.  Behm  -  Director  -  Central  Payroll  System 
Elizabeth  B.  Hallowell  -  Business  Service  Officer 

Principal  Office 
State  Capitol  Building  -  Helena,  Montana 
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AGENCY  DESCRIPTION 

The  office  of  the  Montana  State  Auditor  is  an  elective 
office,  with  the  Auditor  serving  a  four  year  term. 
The  office  was  established  in  1885.  Laws  of  Montana 
governing  the  operations  of  this  unit  of  government 
are  contained  in  Sections  79-101  through  79-108, 
R.C.M.,  19^7. 

The  State  Auditor  is  also: 

Ex  Officio  Commissioner  of  Insurance, 
Ex  Officio  Investment  Commissioner, 
State  Fire  Marshal  and 
Director,  State  Central  Payroll. 

GENERAL  REVIEW 

Laws  governing  operations  of  the  office  of  the  State 
Auditor  are  as  follows: 

Sections  79-101  through  79-108;  1*0-2710; 
^0-2601  through  1*0-5508;  66-1101;  11-183**;  11-1919; 
11-2030;  15-2001  through  15-2025;  82-1201  through 
82-1237;  69-1801  through  69-1810;  69-1901  through 
69-1930;  69-2102;  69-2103;  69-2701  through  69-2708; 
75-2301  through  75-2302,  R.  C.  M.  ,  191*7,  and  25-5071 

covers  operations  of  the  State  Central  Payroll 
System. 
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PRINCIPAL  GOALS 

A  revision  of  the  laws  of  19&9  pertaining  to  the  duties 
of  the  State  Auditor  changed  some  sections  or  deleted 
in  its  entirety  some  sections  of  the  codes  for  which 
there  was  no  longer  any  need  if  there  was  a  duplica- 
tion by  other  departments. 

However a  the  office  of  the  State  Auditor  remains  to 
superintend  the  fiscal  concerns  of  the  state,  write 
warrants j  maintain  recordings  of  the  same,  disburse 
warrants  directly  to  payees,  keep  all  fund  and 
account  balances  for  each  state  agency. 

The  authority  under  which  the  Commissioner  of 
Insurance  is  allowed  to  make  reasonable  rules  and 
regulations  is  contained  in  Section  !+0-2'710,  R.C.M., 
19^7. 

The  statutes  relating  to  the  operations  of  the  office 
of  the  investment  commissioner  are  contained  in 
Sections  15-2001  through  15-2025*  R.C.M. ,  19*+73  the 
Securities  Act  of  Montana. 

Under  authority  of  Section  82-1202,  paragraph  *+,  three 
rules  have  been  adopted  for  the  State  Fire  Marshal. 
Number  one  is  a  written  grandfather  clause  to  protect 
the  existing  installations  unless  qualifying  as  a 
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distinct  hazard  to  life  and  property.  Rule  two  adopts 
the  National  Fire  Protection  Association  "Life  Safety 
Codea"  1967  edition  by  reference.  Rule  three  adopts 
NFPA  "Flammable  and  Combustible  Liquid  Code,"  1966 
edition  by  reference. 
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PRINCIPAL  GOALS 

The  fiscal  management  section  of  the  office  of  the 
State  Auditor  keeps  fund  and  account  transactions  and 
balances  for  all  state  agencies  as  required  by  the 
statute  of  the  codes  of  the  State  of  Montana. 

Warrants  for  all  agencies  of  the  State  of  Montana 
are  distributed  or  mailed  directly  from  the  office 
of  the  State  Auditor. 

It  is  the  duty  of  the  State  Auditor  to  superintend 
the  fiscal  concerns  of  the  state;  to  suggest  plans 
for  the  improvement  and  management  of  public  revenues; 
to  keep  an  account  between  the  state  and  the  state 
treasurer;  to  keep  a  register  of  warrants  shewing 
the  fund  upon  which  they  are  drawn 3  the  number 3  in 
whose  favor  and  the  date  issued;  to  establish  a 
cost  accounting  system  to  determine  the  cost  of 
issuing  and  processing  warrants,  to  collect  and 
pay  into  the  state  treasury  all  fees  received  and 
to  perform  such  other  duties  as  are  prescribed  by 
law. 

Objectives  for  the  office  of  the  State  Auditor 
are  to  perform  all  duties  as  prescribed  by  law 
to  the  best  of  his  ability  and  to  serve  the 
citizens  of  this  state. 
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PROGRAM  OBJECTIVES 

The  accounts  and  programs,  established  by  the  laws  of 
the  State  of  Montana,  are  administered  by  the  State 
Auditor  to  better  serve  the  citizens  of  this  state. 
The  accounts  represent  a  system  of  checks  and  balances 
so  all  monies  are  accurately  accounted  for.  Mailing 
of  all  State  of  Montana  warrants  is  a  primary  objective. 
Programming  the  remaining  state  agencies  on  the  Central 
Payroll  System  will  result  in  complete  payroll  records 
for  all  state  employees. 

PRINCIPAL  GOALS  -  INSURANCE  DIVISION  - 

The  principal  goal  of  the  Montana  Insurance  Department 
is  to  provide  the  individual  Montana  consumer  of 
insurance  products  with  the  greatest  possible 
protection  while  regulating  the  business  in  such  a 
way  as  to  encourage  the  companies  to  make  essential 
insurance  coverage  readily  available  to  the  public. 


PRINCIPAL  GOALS  -  INVESTMENT  DIVISION  - 

The  office  of  the  investment  commissioner  was  created 
for  administration  of  the  provisions  of  the  Securities 
Act  of  Montana.   Said  Act  provides  for  the  registration 
of  securities  which  are  offered  for  sale  in  Montana; 
also  the  registration  of  securities  salesmen,  broker- 
dealers  and  investment  advisers.  The  goal  of  the 
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office  is  towards  increased  efficiency  for  the 
protection  of  investors  in  securities  against  the 
imposition  of  nefarious  and  unsubstantial  schemes 
and  the  securities  based  upon  them. 

PRINCIPAL  GOALS  -  FIRE  MARSHAL  DIVISION  - 

The  division  of  the  State  Fire  Marshal  exists  for 
the  purpose  of  improving  the  total  fire  picture 
in  the  state  as  it  relates  to  loss  of  life  and 
property  from  fire  and  explosions.   Activities 
are  designed  to  reduce  the  potential  of  fire 
origin  and  increase  the  capability  of  controlling 
those  fires  that  occur.  Emphasis  is  placed  on 
correcting  existing  facilities  and  designing 
new  construction  so  that  fire  will  not  endanger 
the  lives  of  people. 

PRINCIPAL  GOALS  -  CENTRAL  PAYROLL  DIVISION  - 

The  Central  Payroll  Division  has  as  its  principal 
goals  to  install  and  operate  a  uniform  State 
Central  Payroll  System  for  all  state  agencies; 
to  provide  for  uniform  paydays  for  state  employees; 
to  establish  and  maintain  a  payroll  roster  for 
all  persons  employed  by  state  agencies. 
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The  Central  Payroll  System,  established  by  the  1969 
session  of  Montana  State  Legislatures  currently  pays 
90$  of  the  State  of  Montana  employees  from  86$  of 
the  State  of  Montana  agencies. 
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PROGRAM  INVENTORY  AND  COST  SUMMARY 


Cost 
Program  1969-70  FY 


State  Auditor  -  Administration  $  167,821 

Insurance  Division  118,855 

Investment  Division  2^,529 

Fire  Marshal  Division  ^7^527 

Central  Payroll  System  66,759 

Total  $  ^25,^91 
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MAJOR   ACCOMPLISHMENTS 

State  Auditor 

Direct  mailing  of  State  of  Montana  warrants  in  payment 
of  goods  and  services  rendered  all  state  agencies 
began  July  1,  1969.  This  method  has  proved  success- 
ful.  A  few  agencies  requested,  and  were  granted, 
permission  to  pick  up  designated  categories  of  warrants. 
Of  518 » 508  warrants  issued  during  the  1969-70  fiscal 
year,  98%   were  mailed  directly  from  this  office 
without  incident. 

For  better  protection  of  State  of  Montana  warrants, 
a  security  cage  has  been  constructed  in  the  vault. 

Microfilming  of  State  of  Montana  records  is 
progressing  satisfactorily.   All  cashed  state 
warrants  will  be  on  microfilm  as  well  as  other 
pertinent  state  records  under  the  jurisdiction 
of  the  State  Auditor. 

Insurance  Division 

A  significant  achievement  during  the  1969-70  fiscal 
year  in  the  insurance  division  of  the  office  of  the 
State  Auditor  was  the  29%   increase  in  receipts.  Total 
fees  and  taxes  collected  by  the  Insurance  department 
for  the  fiscal  year  were  $)+,931s699.  58  as  compared 
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with  $3,822,616.96  the  preceding  year.   A  breakdown 
of  1969-70  collections  is  hereby  attached  as 
Exhibit  A. 

The  affairs,  transactions,  accounts,  records  and 
assets  of  six  domestic  insurance  companies  were 
examined  during  the  recent  fiscal  year.  The 
examination  staff  also  processed  6l  applications 
by  insurers  desirous  of  doing  business  in  Montana 
and  found  *+6  acceptable,  bringing  to  803  the  total 
number  of  insurance  companies  now  under  the 
jurisdiction  of  the  insurance  department. 

For  the  year  828  agent  qualification  examinations 
were  given,  with  l*+8  of  these  examinations  being 
recorded  at  the  Billings  testing  site.   An  additional 
^■9  variable  annuity  examinations  were  administered 
during  the  same  period. 

Eight  hundred  forty  eight  written  insurance  oriented 
complaints  were  received,  reviewed  and  concluded 
during  the  year.   It  is  estimated  the  insurance 
department  receives  17*000  telephone  and  2,000 
personal  inquiries  annually  on  matters  pertaining  to 
insurance  claims,  rates,  policies,  agents  and 
companies. 
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Nearly  19*000  policy  forms  and  an  estimated  5^000 
rate  filings  were  received,  reviewed  and  recorded. 
In  addition  an  estimated  50  special  filings  and 
rating  bureau  filings  affecting  a  majority  of 
licensed  companies  were  processed. 

Seventeen  thousand  three  hundred  eighty  three 
licenses,  including  renewals,  were  issued.   A 
recent  and  major  achievement  in  the  licensing 
section  has  been  the  programming  of  all  department 
licensing  records  on  the  computer.   All  records 
are  maintained  by  means  of  IBM  cards  and  renewal 
listings  are  now  prepared  by  the  department 
from  the  cards  and  mailed  to  the  insurance 
companies  for  processing.  This  has  resulted  in 
a  substantial  savings  in  time  and  effort  for  both 
the  insurers  and  the  insurance  department. 

Investment  Department 

Securities  of  26l  companies'  were  initially  registered 
during  the  1969-70  fiscal  year  having  a  total  dollar 
valuation  of  $76,l65s830  as  compared  with  308  com- 
panies initially  registered  during  the  1968-69  fiscal 
year  having  a  total  dollar  valuation  of  $90 , 59 7 « 2^7 • 
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Current  registrations  of  issuers  of  securities, 
broker-dealers,  investment  advisers  and  securities 
salesmen,  under  the  provisions  of  the  Securities 
Act  of  Montana,  have  reached  an  all-time  high. 
This  is  attributed  to  an  unprecendented  growth  for 
the  securities  industry  and  the  influx  of  insurance 
companies  into  the  mutual  fund  field.  The  office 
of  the  investment  commissioner  has  been  able  to 
keep  abreast  of  the  accelerated  work  load  which  is 
also  reflected  in  increased  revenues  to  the  State  of 
Montana.   Fees  collected  by  the  office  during  the 
1969-70  fiscal  year  totaled  $112,912.10.   This  is 
the  greatest  amount  of  fees  ever  collected  by  this 
office. 

Fees  collected  for  the  fiscal  year  ending: 

1970  $112,912.10 

1969  106,900.07 

1968  69,898.85 

1967  57,251.37 

Fire  Marshal 

A  number  of  flammable  liquids  bulk  plants  in  critical 
areas  were  corrected  sufficiently  to  remove  the 
danger  to  communities  under  the  direction  of  the 
State  Fire  Marshal.   This  represents  about  250  out 
of  1,000  flammable  liquids  bulk  plants. 

The  state  institutions  improved  their  fire  safety 
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programs  considerably.  Boulder  and  Miles  City  have 
added  a  fire  safety  supervisor. 

The  State  Building  Code  Council  was  activated  and  pre- 
liminary work  is  being  done  to  implement  a  state 
code.   Numerous  cities  and  towns  were  induced  to 
adopt  building  and  fire  prevention  codes. 

A  start  was  made  toward  upgrading  life  safety  in 
hotels.  The  fire  marshal  surveyed  175  hotels  and 
corrections  have  begun  on  one-half  of  these.   It  is 
estimated  this  is  about  20%  of  the  total.   Most  all 
of  these  hotels  present  a  hazard  to  life  and  some 
were  found  to  be  critical. 

Major  achievements  are  difficult  to  define  in  this 
program  since  much  of  the  work  is  motivations  giving 
direction  and  work  behind  the  scenes.  Measuring 
accomplishments  is  impossible  since  there  is  no  way 
of  knowing  how  many  lives  or  how  much  property  would 
be  lost  if  nothing  had  been  done  by  this  program. 

Central  Payroll 

During  the  fiscal  year  1969-70,  the  Central  Payroll 
division  has  devoted  considerable  time,  effort  and 
money  to  expand  its  services  and  adapt  the  payroll 
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system  to  meet  the  needs  of  the  state  and  the  needs 
of  each  state  agency.  More  specifically,  the  state 
share  of  health,  life  and/or  accident  insurance  was 
made  a  part  of  the  payroll  system  July  1,  1969. 

Preparatory  work  was  completed  to  include  industrial 
accident  insurance  as  an  automatic  calculation  on 
the  payroll  system  effective  July  1,  1970.   In 
addition,  state  agencies  have  been  added  to  the 
central  payroll  system  and  as  of  July  1,  1970,  &7% 
of  the  state  agencies  who  have  personal  services 
appropriations  have  been  added  to  the  central 
payroll  system  which  comprises  approximately  9h% 
of  the  total  state  employees.   Also  significant 
as  an  achievement  are  the  revisions  made  to  the 
system  which  have  not  only  reduced  errors,  but 
have  also  reduced  cost  of  operations. 

In  addition  to  the  aforementioned,  the  Central 
Payroll  division  has  achieved  its  principal 
goals. 
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INSURANCE  DEPARTMENT 


Fiscal  Year  Ended  June  30,  1970 


Collections  for  the  period 

July  1,  1969  thru  June  30,  1970 
Less:   Refunds 


$4,934,739.85 
3,040.27 


$4,931,699.58 


Detail  of  Receipts 


License  Fees* 

Solicitor 

Adjuster 

Appointment  (Other  than  Life) 

Temporary 

Non-Resident 

Vending  Machines 

Fraternal  Agents 

Life  and/or  Disability  Agents 

Other  than  Life 

Surplus  Line 

Agent's  Qualification  Examination 

Miscellaneous  (Forfeitures) 

Company  Filing  Fees: 

Motor  Club 

Certificate  of  Authority 

Articles  of  Incorporation 

By-Laws 

Certificate  Under  Seal 

Filing  First  Papers 

Service  of  Process 

Examination  Expense 

Filing  Annual  Statements 

Taxes: 

Fire  Marshal  Tax 

Property  and  Casualty  Premium  Tax 

Marine  Premium  Tax 

Life  and  Disability  Premium  Tax 

Retaliation  Tax 

Miscellaneous 

Total  -  License  and  Tax  Receipts 


$    1,360.00 

1,100.00 

43,356.00 

370.00 

4,419.00 

100.00 

85.00 

34,842.00 

1,920.00 

750.00 

8,060.00 

2.581.00 


$      260.00 

223,248.66 

900.00 

655.00 

78.00 

9,315.00 

276.00 

107.90 

19,225.00 


$   66,951.89 

2,238,752.59 

617.23 

2,245,201.24 

26,610.98 

557.09 


$   98,943.00 


254,065.56 


4,578,691.02 
$4,931,699.58 


Distribution  of  Recejj 


Volunteer  Fireman's  Compensation  Act 
Fire  Department  Relief  Associations 
Police  Retirement  and  Training  Funds 
General  Fund 

Total  -  Distribution  of  Receipt? 


$   44,853.06 

345,552.65 

345,552.65 

4,195,741.22 


$4,931,699.58 
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E.    V.    "SONNY"  OMHOLT,    STATE  AUDITOR 
INVESTMENT   DEPARTMENT 


EXHIBIT  "A1 


.Fiscal  Year  Ended  June  30,  1970 


Collections  for  the  period 

July  1,  1969  thru  June  30,  1970 
Less?  Refunds 


Withdrawal  Fee 

Filing  Annual  Statement 

Issuers 

Broker  Dealer  Licenses 

Investment  Adviser  Licenses 

Salesman  Licenses 

Miscellaneous  Fees 

Postage  Advances 

Total  -  Receipts 


Detail  of  Receipts 


$  119,831.35 

6,919.25   $  112,912.10 


$ 


2,550.00 

130.00 

85,113.68 

14,000.00 

1,000.00 

10,040.00 

78.00 

.42 


$  112,912.10 


General  Fund 


Distribution  of  Receipts 


$  112,912.10 
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E.  V.  "SONNY"  OMHOLT,  STATE  AUDITOR 
FIRE  MARSHAL  DEPARTMENT 
Fiscal  Year  Ended  June  30,  1970 


Collections  for  the  period 

July  1,  1969  through  June  30,1970  $2,198.50 


Detail  of  Receipts^ 

Powder  Magazine  Fees  $1,676.00 

Cap  Magazine  Fees  522 . 50 

Total  -  R^c_eipjts  $2,198.50 


PiA^ibu_t  ion  2£  Rec_eipts_ 
General  Fund  $2,198.50 
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MAJOR  RECOMMENDATIONS 

State  Auditor 

A  few  state  agencies  write,  checks  for  a  particular 
program  which  is  outside  the  realm  of  the  office 
of  the  State  Auditor.   It  is  felt  some  of  the 
checks  written  do  not  pass  through  the  state 
accounting  system.  We  recommend  a  study  be  made 
to  check  the  possibilities  of  printing  all  warrants 
written  under  the  direct  supervision  of  the  State 
Auditor's  office.   This  then  would  produce  a  true 
balance  of  all  state  funds. 

A  few  state  agencies  pick  up  State  of  Montana 
warrants.   It  is  recommended  this  "need  to  know 
practice"  be  eliminated  so  another  check  point  on 
issuing  state  warrants  be  maintained. 

Insurance  Division 

PROGRAM:   Insurance  Division 

REQUIRED  IMPLEMENTATION  ACTION:   Budgetary 
and  Legislative 

CATEGORY:   Adding  Services,  Personnel  and 
Office  Space 

Recommendation:   An  additional  $2'7sOOO  should  be 
appropriated  to  secure  full  time  legal  and  contracted 
actuarial  services. 
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Discussion;   Sophistication  of  the  insurance  industry 
and  the  products  it  produces  has  created  a  drastic 
need  for  advanced  technical  services.  Without  the 
benefit  of  professional,  legal  and  actuarial  people, 
the  ability  of  the  department  to  discharge  its 
obligations  efficiently  and  effectively  could  be 
seriously  impaired. 

Recommendation:   Permanent  office  space  for  our 
policy  holder  section  should  be  secured. 

Discussion:   Presently  our  policy  holder  service 
people  occupy  legislative  quarters  on  the  fourth 
floor  of  the  capitol  building.   As  we  also  use 
the  area  to  conduct  agent  qualification  examina- 
tions 3  it  is  imperative  adequate  space  be  obtained 
prior  to  the  1971  legislative  session. 

Recommendation:   An  additional  $25»000  should  be 
appropriated  to  establish  a  branch  office  to 
serve  the  needs  of  eastern  Montana  citizens. 

Discussion:   The  office  would  be  staffed  by  two 
examiner  investigators  and  a  secretary.   It  is 
anticipated  the  office  would  provide  much  needed 
assistance  and  service  to  eastern  Montana  policy 
holders  and  claiments.   It  would  also  provide  a 
full  time  facility  for  applicants  desiring  to  take 
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agent  qualification  examinations. 

Recommendation:   An  additional  $1,500.00  should  be 
appropriated  for  out  of  state  travel  for  the  purpose 
of  department  representation  and  participation  in 
educational  and  informative  conferences. 

Discussion:   To  be  effective  is  to  be  informed. 

Recommendation:   Adoption  of  model  legislation 
concerning  holding  companies  and  an  insurance 
company  guaranty  association  as  recommended  by 
the  National  Association  of  Insurance  Commissioners. 

Discussion:   Although  the  occurrence  of  multiple 
line  insurers  becoming  insolvent  is  relatively 
low,  the  creation  of  a  guaranty  association  would 
eliminate  completely  the  inherent  ramifications 
relative  thereto.   Also,  the  above  legislative 
activity  would  include  repeal  of  our  present 
holding  company  act  in  favor  of  the  broader  model 


bill. 

Investment  Division 

The  office  of  the  investment  commissioner  has  no 
major  recommendations  at  this  time  for  improvement 
which  would  require  legislation  or  executive 
action. 
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Fire  Marshal 

PROGRAM:   Fire  Protection  and  Prevention 

REQUIRED  IMPLEMENTATION  ACTION:   Budgetary 
and  Legislative 

CATEGORY:   Adding  personnel,  equipment  and 
and  office  space. 

Recommendation:   An  additional  three  full-time  deputies 
and  one  stenographer  should  be  hired  to  provide  for 
an  arson  investigator,  flammable  liquids  and  liquid 
petroleum  gases  specialist  and  a  building  inspector. 
The  stenographer  is  needed  to  relieve  the  office 
overload.  This  would  require  an  appropriation  of 
about  $ll+8,322  for  the  biennium,  $81,5^6  more  than 
the  1969-71  budget  appropriation. 

Operational  cost  should  be  increased  to  $35*000 
annually  or  $70,000  for  the  biennium,  an  increase 
of  $^2,270  over  the  1969-71  appropriation.   This 
would  allow  use  of  special  deputies  from  all  first 
and  second  class  fire  departments  and  it  would 
provide  travel  monies  for  all  deputies  to  do  a 
more  thorough  job. 

Capital  outlay  for  the  biennium  should  be  Sl^f-jOOO 
for  the  purchase  of  four  additional  cars  with 
short-wave  radios  and  office  equipment. 
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Discussion:   The  major  factor  in  this  program's 
inability  to  provide  necessary  service  is  lack  of 
sufficient  qualified  personnel  and  tools  to  work  with. 
One  percent  of  all  fires  were  investigated  in  1969-70. 
At  no  one  of  these  investigations  was  there  sufficient 
time  available  to  do  a  thorough  job  because  of  other 
pressing  demands.   Nationally,  20%  of  all  fires  are 
considered  of  incendiary  origin.  Comparatively,  we 
are  not  doing  anything  about  the  other  suspicious 
fires  we  have  each  year  in  Montana. 

Perhaps  equally  important  are  some  of  the  dangerous 
conditions  to  life  and  property  existing  in  our 
state.   The  flammable  liquids  installations  need 
re-survey  and  follow-ups.   Many  endanger  total 
communities.   Hospitals,  nursing  homes,  hotels  and 
other  public  occupancies  are  in  need  of  correction 
before  we  have  a  serious  tragedy.   Many  are  certain 
to  trap  occupants  if  a  fire  should  occur. 

The  increase  in  personnel  is  considered  a  minimum 
to  perform  the  present  functions  of  this  program. 
The  estimated  funding  from  the  fire  marshal  tax  is 
approximately  $150,000  for  the  biennium. 
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Central  Payroll 

PROGRAM:   Central  Payroll 

REQUIRED  IMPLEMENTATION  ACTION:   Legislative 

CATEGORY:   Increasing  Existing  Services 

Recommendation:   An  additional  $l5sOOO  should  be 
appropriated  for  expenditure  of  personal  services  and 
contracted  services  for  a  major  expansion  of  the 
Central  Payroll  System  to  allow  for  the  capture  of 
additional  information  which  would  be  beneficial  at 
the  administrative  level  of  the  state  and  each 
agency. 

Discussion:   Upon  completion  and  authority  to  imple- 
ment the  determinations  of  the  two  existing  studies, 
state  agency  re-organization  and  systems  and  manage- 
ment, the  Central  Payroll  division  should  be  in  a 
position  to  conform  to  such  studies.   Further,  it  is 
-the  intention  of  this  division  to  make  available  to 
the  agencies  the  distribution  of  payroll  costs, 
personnel  data  and  other  information  which  could 
be  gathered  for  meaningful  reports  for  administration 
and  budgeting.   At  present  the  computer  programs  of 
the  system  are  limited  as  to  area  provided  for  input 
data  and  therefore  the  output  data  is  also  limited. 


-24- 


More  specifically,  an  expansion  could  allow  for  the 
collection . of  personnel  data  such  as  accumulated 
sick  leave,  accumulated  annual  leave  and  employee 
turnover  per  position  held:   Also,  provision  has 
to  be  made  to  include  travel  payments  and  allow- 
ances for  moving  expenses  on  the  W-2  form  as  "other 
compensation"  to  comply  with  federal  and  state 
income  tax  requirements.   A  major  program  expan- 
sion such  as  this  would  require  new  payroll 
input  data  forms. 

The  present  staff  of  three  employees  of  the'.  Central 
payroll  division  has  proven  to  be  inadequate  for 
proper  editing  of  payroll  data.  The  present  pay- 
roll system  which  includes  state  share  of  insurance 
and  industrial  accident  insurance  has  increased  the 
complications  arising  from  incorrect  data.   Also, 
additional  personnel  is  needed  to  help  and  instruct 
the  payroll  personnel  of  each  agency  on  the  system 
to  achieve  the  desired  result.   Because  the  type 
of  work  is  extremely  technical  and  demanding, 
consideration  should  be  given  to  elevating  the 
positions  of  the  staff  to  match  the  responsibility 
as  well  as  providing  an  additional  employee.   The 
present  personnel  have  found  it  necessary  to  work 
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after  regular  office  hours  and  holidays  to  establish 
a  uniform  payday  and  maintain  confidence  in  that 
uniform  payday. 

Recommendation:   One  payroll  system,  monthly  or  bi- 
weekly, should  be  established  for  all  State  of 
Montana  employees.   Also,  the  number  of  insurance 
companies  supported  by  payroll  deductions  of  state 
employees  should  be  reduced. 

Discussion:   The  Central  Payroll  division  is 
currently  operating  two  payroll  systems  -  monthly 
and  biweekly.   The  purpose  of  this  is  to  test  each 
system  adequately  to  determine  which  method  of  pay 
would  be  most  practical  for  the  state  and  its 
employees.   At  the  present  time,  there  are 
approximately  *+,500  employees  paid  on  a  biweekly 
system  and  approximately  3*000  employees  paid  on 
a  monthly  system.   Employee  turnover  and  time  spent 
by  the  agency  in  preparing  data  for  payroll  purposes 
are  primary  factors  in  determing  one  payroll  system 
for  the  State  of  Montana.   The  Central  Payroll 
division  is  currently  evaluating  the  merits  of  both 
payroll  systems  and  will  recommend  the  conversion  to 
one  payroll  system  at  an  early  date. 
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There  are  approximately  16  different  insurance  carriers 
involved  in  group  plans  to  cover  health,  life  and 
accident  insurance  for  state  employees.   State 
employees  would  benefit  from  the  group  rates  of 
one  insurance  plan. 

Recommendation:   It  is  recommended  the  Central  Payroll 
division  collect  its  funds  for  expenditure  on  the 
basis  of  service  to  each  agency  by  a  charge  per 
employee.   General  fund  monies  should  not  be  set 
aside  for  Central  Payroll  division  use. 

Discussion:   At  the  present  time  the  operations  of  the 
Central  Payroll  Division  are  funded  for  35%   of  its 
expenditures  from  the  general  fund  while  65%   of  its 
expenditures  are  collectible  on  a  per  month/per 
employee  charge  for  personal  services  paid  from  non 
general  fund  accounts.   At  the  end  of  the  fiscal 
year  1969-70,  only  32.7%   of  the  total  adjusted  budget 
was  funded  by  the  general  fund.   It  was  found  some 
general  fund  agencies  such  as  the  state  institutions 
have  greater  turnover  which  causes  added  processing 
to  produce  payday.   Thus  the  additional  monies  re- 
quired to  achieve  the  total  adjusted  budget,  $^-,300, 
are  collectible  from  agencies  which  pay  personal 
services  from  non  general  fund  accounts.   This  would 
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appear  to  be  an  unequitable  method  of  charging  the 
agencies  for  performing  payroll  services.   For  the 
sake  of  simplifying  both  agency  budgeting  and 
Central  Payroll  billing  procedures,  we  would 
recommend  the  Central  Payroll  division  be  self- 
supporting  and  bill  each  agency  for  payroll 
services  on  a  per  employee  per  month  basis  with 
a  limit  of  no   more  than  $1   per  employee  per  month. 
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ANALYSIS  OF  PROGRAMS 

Service  Provided 

The  fiscal  management  section  of  the  office  of  the 
State  Auditor  keeps  fund  and  account  transactions 
and  balances  for  all  state  agencies  as  required  by 
the  statute  of  the  codes  of  the  State  of  Montana. 

Warrants  for  all  agencies  of  the  State  of  Montana 
are  distributed  or  mailed  directly  from  the  office 
of  the  State  Auditor. 

The  uncleared  collection  account  -  522600  -  was  set 
up  to  establish  better  control  of  revenue  monies 
collected  for  insurance  and  investment  licenses 
and  fees  paid  to  the  State  of  Montana.  This  account 
replaces  the  former  suspense  account. 

The  central  payroll  revolving  account  -  701900  - 
receives  transfers  of  funds  for  each  pay  period. 
The  account  pays  all  state  employees  and  manages 
accounts  for  all  employee  benefits  in  addition  to 
federal  and  state  tax  information.  Information 
on  all  state  employees  is  readily  available  from 
this  centralized  area. 
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The  State  Auditor's  assignment  account  -  907300  -  is 
a  transit  account  for  assigned  money  and  funds  to  be 
disbursed  at  a  later  date. 

The  Central  Payroll  System,  established  by  the  I969 
session  of  the  Montana  State  Legislature,  currently 
pays  90%  of  the  State  of  Montana  employees  from  86% 
of  the  State  of  Montana  agencies. 

All  monies  paid  the  State  of  Montana  for  license 
examinations,  annual  premiums  by  insurance  and 
investment  firms  and  fees  charged  by  the  fire  marshal 
for  powder  magazine  storage  within  the  state  are 
deposited  and  receipts  written  for  accountability. 
A  percentage  of  these  funds  are  earmarked  revenue 
fund's  for  payment  of  volunteer  fire  department 
relief  associations  and  police  retirement. 

PROGRAM  OBJECTIVES 

1.  To  maintain  a  daily  record  of  transactions  affecting 
cash  balance,  warrants  outstanding  and  net  cash  balance 
of  all  funds  and  net  cash  balance  of  all  accounts  for 
all  state  agencies.   With  such  a  record  any  state 
agency  may  inquire  and  receive  assurance  that  a 
certain  transaction  has  or  has  not  been  completed. 
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To  maintain -an.  outstanding  warrant  record  and  cashed 
warrant  file  of  all  State  of  Montana  warrants,  enabling 
any  state  agency  or  individual  payee  prompt  information 
about  any  specific  State  of  Montana  warrant. 

2.  The  direct  mailing  of  state  warrants  from  the 
Auditor's  office  places  the  payment  for  services 
rendered  state  agencies  into  the  hands  of  the  payee 
much  sooner  and  reduces  to  a  minimum  the  inquires  to 
several  different  offices. 

3.  The  objectives  of  this  program  are  to  receipt  and 
account  for  all  monies  paid  the  State  of  Montana  for 
license  examinations,  annual  premiums  paid  by  insurance 
and  investment  firms  and  for  fees  charged  by  the  fire 
marshal  for  powder  magazine  storage  within  the  state, 
directing  a  percent  of  money  to  earmarked  revenue 
funds  for  payment  of  volunteer  fire  department  fire- 
men's relief  associations  and  police  retirement. 

1+.   In  order  to  have  a  uniform  pay  system  for  all 
departments  of  state  government  and  systematic 
expenditure  of  each  department's  personnel  services 
funds,  funds  from  each  department  are  transferred  into 
centralized  revolving  fund  to  be  paid  out  and 
disbursed  to  many  agencies.   This  has  resulted  in 
fewer  state  warrants  being  prepared. 
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5.  This  account  was  set  up  to  expedite  payments 
from  deposits  which  previously  had  been  hard  to 
handle.   Since  establishment  of  this  account  a  more 
rapid  transit  of  monies  can  be  made  to  the 
necessary  funds  and  all  monies  need  not  be  tied 

up  waiting  for  perhaps  one  matter  to  clear  the 
account. 

6.  The  State  Auditor  is  charged  with  the  establish- 
ing of  a  uniform  payroll  system  throughout  all 
agencies  of  the  State  of  Montana. 

INSURANCE  DIVISION 
Services  Provided : 

1.  Information  and  assistance  to  the  general  public 
and  industry  on  matters  pertaining  to  insurance 
claims,  rates,  policies,  agents  and  companies. 

2.  Collection  and  allocation  for  distribution  of 
premium  taxes  from  specified  insurance  coverage  to 
eligible  firemen  relief  association  and  police 
pension  plans. 

3.  State  bonds  and/or  insurance  certificates  are 
reviewed  to  verify  countersingature  of  licensed  agents 
of  the  surety  company  involved  and  also  to  confirm  the 
authority  of  the  company  official  to  execute  the  bond 
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as  Power  of  Attorney.  This  service  is  performed  for 

the  following  state  agencies: 

Highway  Commission 

Fish  &  Game  Commission 

Board  of  Examiners 

Department  of  Administration 

Department  of  Agriculture 

Livestock  Commission 

State  Board  of  Equalization 

Railroad  &  Public  Service  Commision 

k.      Each  year  after  renewals  have  been  processed,  an 
individual  listing  is  prepared  from  IBM  cards  and 
mailed  to  each  agent,  with  the  exception  of  individuals 
licensed  for  life  only,  advising  him  of  how  his  license 
appears  on  department  records  and  listing  all  insurers 
who  have  renewed  his  appointment  with  them  for  the 
coming  year.  This  service  has  been  offered  only  the 
last  few  years  and  is  of  particular  value  to  the  agent 
due  to  the  fact  that  the  only  license  he  holds  is  a 
permanent  license  and  unless  he  has  been  notified  by 
the  insurer,  there  is  some  question  as  to  which 
companies  have  renewed  his  appointments. 

Objectives : 

As  the  insurance  division  is  not  essentially  a  "pre- 
ventive" agency,  our  objectives  would  relate  primarily 
to  furnishing  additional  services  and  expanding  those 
already  provided. 
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Target  Groups- 

The  people  effected  by  the  efforts  of  the  insurance 
division  of  the  office  of  the  State  Auditor  are,  for 
the  most  part,  Montana  citizens  who  produce  and 
consume  products  of  insurance. 

FIRE  MARSHAL  DIVISION 
Services  Provided: 

1.  General  fire  prevention  through  publications, 
meetings  and  training. 

2.  Central  counseling  service  for  fire  departments, 
architects,  builders,  public  officials,  industry 
and  the  general  public  by  written  communications 

or  telephone. 

3.  Upgrading  fire  safety  in  state  ov/ned  institutional 
facilities  by  inspecting,  submitting  recommendations 
and  assisting  in  planning.   This  is  done  by  direct 
inspections,  consulting  with  administrators,  state 
officials,  architects  and  others. 

*+.   The  reading  of  plans  and  specifications  for  the 
construction  or  alteration  of  all  educational, 
institutional,  transient  residency,  public  buildings, 
and  requiring  compliance  with  state  law,  fire  marshal 
regulations  and  safety  standards. 
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5.  Upgrading  public  fire  safety  in  industrial  facilities 
by  inspections s  training  and  requiring  conformance  to 
minimal  standards. 

6.  Upgrading  fire  safety  in  institutions,  public 
assemblies,  transient  residencies  used  by  the  public 
through  an  inspection  and  training  program.  This 

•is  done  cooperatively  with  the  Board  of  Health  and 
Public  Welfare  departments. 

7.  Removal  of  dangerous  and  dilapidated  structures 
by  inspecting  and  requiring  corrective  measures. 

8.  Investigation  of  fires,  gathering  statistics 
and  using  every  available  means  to  avoid  reoccurence 
of  avoidable  incidents. 


1.  General  fire  prevention  information  should  reach 
all  individuals  in  the  state  in  a  manner  that  will 
motivate  them  to  not  allow  fire  to  occur  through 
any  careless  act. 

2.  Make  all  people  responsible  for  safety  of  the 
public  and  aware  of  their  responsibility  so  they 
will  understand  and  implement  fire  safety  standards 
in  design,  construction  and  fire  control. 

3.  Improve  fire  safety  in  state  owned  properties 
and  train  personnel  to  a  degree  of  reasonable  safety 
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^f.   Improve  public  occupancies  so  that  none  will 
be  dangerous  fire  traps  or  create  danger  to  other 
properties . 

5.  Remove  all  dangerous  unused  structures  that 
create  a  hazard. 

6.  Reduce  incidence  of  deliberate  man-caused  fires 
to  zero. 

Target  Groups : 

Although  certain  aspects  of  the  program  are  directed 
at  specific  target  groups,  basically  the  program  is 
aimed  at  all  of  the  citizens  of  Montana. 

Achievements : 

This  'program  is  such  that  achievements  are  difficult 
to  measure.   If  measurable  at  all,  this  will  only 
become  evident  after  10,  15  or  20  years.   Statistical 
information  at  present  is  available  only  on  a  calendar 
year.   During  19&9 »  we  na(^  35  fire  caused  deaths  and 
a  monetary  loss  of  $6 ,055s21+0. 15.   It  is  worth  noting 
that  structures  are  now  being  built  according  to 
fire  safety  standards  and  existing  facilities,  such 
as  hospitals,  nursing  homes,  schools,  hotels,  flammable 
liquids  bulk  plants,  state  institutions  and  others 
are  making  considerable  headway  in  upgrading  their 
life  and  property  safety  from  fire. 
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Cost  and  Performance  Summary: 


Cost 

Year 

1966-67 

1967-68 

1968-69 

1969-70 

Cost 

$26,615 

$3^230 

Pa, 7^7 

$h8M0 

Performance 

Year      1966-67       1967^68      1968-69    1969-70 

Loss  of  Life   28  29  31         35 

Monetary- 
Loss     $6,086,^17    $6,235,200   $3,922,239  $6,055. 2*+0 

Because  of  the  reporting  available,  the  monetary  loss 
figures  could  be  10$  to  15%   more  than  actual  losses. 

CENTRAL  PAYROLL  DIVISION 

Services  Provided 

The  purpose  of  the  Central  Payroll  Division  is  to  provide 
for  the  payroll  function  of  all  state  agencies  in  a 
uniform  and  systematic  manner  as  efficiently  as 
possible. 

Objectives 

In  addition  to  performing  the  payroll  function  for 
state  agencies,  it  is  the  desire  of  the  central  payroll 
division  to  make  additional  information  available  for 
state  and  agency  use.   Such  additional  information 
could  include  payroll  cost  development,  personnel  data 
and  budgeting  information. 
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Target  Groups 

The  recipients  of  most  of  the  endeavors  of  the  Central 
Payroll  division  are  the  state  employees  who  have  a 
uniform  payday  with  a  warrant  stub  relating  current 
and  year-to-date  totals  for  employee  information. 
Both  the  state  and  each  agency  benefit  by  the  central 
payroll  system  in  that  the  state  cost  of  a  payroll 
is  transferred  by  inter-agency  claim.  Warrants  for 
all  payroll  deductions  are  transmitted  in  the  name 
of  one  employer  rather  than  by  payroll  deduction  by 
agency.   In  addition,  the  central  payroll  division 
prepares  all  payroll  tax  returns  and  W-2  forms. 

Achievements 

1.  A  uniform  payday  after  wages  have  been  earned 
has  been  established. 

2.  One  warrant  for  a  payroll  deduction  instead  of 


one  warrant  for  each  state  agency  for  a  payroll 
deduction  has  reduced  claims  processing  for  the 
Department  of  Administration  by  approximately  11,000 
per  year. 

3.  A  roster  of  employees  by  agency  is  available 
on  a  monthly  basis  for  use  by  the  administration 
and  legislature. 
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h.      Mass  changes  on  tax  rate  changes  have  been 
accomplished.   Automatic  tax  calculation  by  the 
computer  has  eliminated  hand  calculations. 

5.   Automatic  calculation  and  provision  in  the 
payroll  system  for  state  share  of  insurance  and 
industrial  accident  insurance  has  eliminated 
this  work  at  the  agency  level. 
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E.  V.  "SONNY"  OMHOLT   STATE  AUDITOR 
ADMINISTRATION 


ITEM  11    FINANCIAL  RECAP 

Project  of  expenditure  and  source  of  funding  for 
fiscal  year  (1969-70). 

PROGRAM  00  -  Administration 

OBJECT  OF  EXPENDITURE 

PERSONAL  SERVICES —  $     83,548.68 

OPERATIONS — 74,356.83 

CAPITAL  --- -.-——..- „  — „-_      9,916.00 

GRANTS   AND   BENEFITS --  -0- 

• TOTAL  EXPENDED  $   167,821.51 

SOURCE   OF   FUNDING 

GENERAL  FUND $   140,864.00 

HIGHWAY   EARMARKED  REV.    ----  ——— 25,000.00 

TOTAL  FUNDING  $   165,864.00 
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E.    V.    "SONNY"    OMHOLT        STATE  AUDITOR 
INSURANCE  DIVISION 


ITEM  11        FINANCIAL  RECAP 

« 

Project  of  expenditure  and  source  of  funding  for 
fiscal  year  (1969-70). 

PROGRAM  01  -  Insurance 

OBJECT  OF  EXPENDITURE 

PERSONAL  SERVICES $  87,751.50 

OPERATIONS „_-....-  —  -.....  $  lg,g29.06 

CAPITAL — $  12,275.00 

GRANTS  AND  BENEFITS -0- 

TOTAL  EXPENDED  $   11^,^55.56 

SOURCE   OF  FUND  BIG 

GENERAL  FUND— $   126,605.00 

TOTAL  FUNDING  $  126,605.00 
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E.    V.    "SONNY"    OMHOLT        STATE  AUDITOR 
INVESTMENT  DIVISION 


ITEM  11        FINANCIAL  RECAP 

Project   of  expenditure  and   source   of  funding  for 
fiscal  year    (1969-70). 

PROGRAM      02   -    Investment 

OBJECT   OF   EXPENDITURE 

PERSONAL  SERVICES $     21,651.87 

OPERATIONS $        2,733.33 

CAPITAL •---  $  143.93 

GRANTS   AND  BENEFITS ~ -0- 

TOTAL  EXPENDED  $      24,529.63 

GENERAL  FUND — — $      23,330.00 

TOTAL  FUNDING  $      28,330.00 
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E.  V.  "SONNY"  OKHOLT   STATE  AUDITOR 
FIRE  MARSHAL 


ITEM  11   FINANCIAL  RECAP 

Project  of  expenditure  and  source  of  funding  for 
fiscal  year  (1969-70). 

PROGRAM  03  -  Fire  Marshal 

OBJECT  OF  EXPENDITURE 

PERSONAL  SERVICES $  32,139.92 

OPERATIONS ■-—  $  13,567.30 

CAPITAL ^— ---  $  1,770.00 

GRANTS  AND  BENEFITS-  — -0- 

TOTAL  EXPENDED  $  47,527.22 

SOURCE  OF  FUNDING 

GENERAL  FUND — -- .— $   49,020.00 

TOTAL  FUNDING  $  49,020.00 
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E.  V.  "SONNY"  OMHOLT   STATE  AUDITOR 
CENTRAL  PAYROLL  DIVISION 


ITEM  11   FINANCIAL  RECAP 

Project  of  expenditure  and  source  of  funding  for 
fiscal  year  (1969-70). 

PROGRAM  07  -  Central  Payroll 

OBJECT  OF  EXPENDITURE 

PERSONAL  SERVICES $  22,l87.gO 

OPERATIONS  — $  42,752.71 

CAPITAL— $  1,813.0^ 

GRANTS   AND  BENEFITS —  -  -0- 

TOTAL  EXPENDED  $  66,759.59 

SOURCE   OF  FUNDING 

GENERAL  FUND '$      22,000.00 

REVOLVING  FUND  701900 -~        $     45,300.00 

TOTAL  FUNDING  $      67,300.00 
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